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INTRODUCTION 

We  performed  a  financial/compliance  audit  of  the  Office  of  the 
Legislative  Auditor  for  the  two  fiscal  years  ended  June  30,  1985 
The  objectives  of  the  audit  were  to:   (1)  determine  if  the 
financial  schedules  present  fairly  the  Office's  results  of 
operations  for  the  two  fiscal  years  ended  June  30,  1985;  (2) 
determine  if  the  Office  complied  with  applicable  laws  and  regu- 
lations; and  (3)  make  recommendations  for  the  improvement  in  the 
management  and  internal  controls  of  the  Office.   The  Office  of 
the  Legislative  Auditor  was  last  audited  in  1983. 


BACKGROUND 

The  Office  of  the  Legislative  Auditor  was  established  in  1967, 
and  is  governed  by  Title  5,  Chapter  13,  MCA.   The  Office  is 
responsible  for  auditing  the  financial  affairs  and  transactions 
of  every  state  agency  and  the  efficiency  and  effectiveness  of 
selected  state  programs  and  operations.   The  Office  is  also 
responsible  for  assisting  the  Legislature,  its  committees  and 
members  by  gathering  and  analyzing  Information  relating  to  the 
fiscal  affairs  of  state  government. 

The  Office  works  under  the  general  supervision  of  the  bipartisan 
Legislative  Audit  Committee,  the  members  of  which  are  evenly 
divided  between  the  Senate  and  House  of  Representatives. 

The  Office  was  appropriated  $1,495,968  from  the  General  Fund  and 
$858,874  from  the  Special  Revenue  Fund  for  operations  during 
fiscal  year  1984,  and  $1,692,776  from  the  General  Fund  and 
$830,526  from  the  Special  Revenue  Fund  for  fiscal  year  1985. 
The  Office  spent  $1,882,624  during  fiscal  year  1984  and 
$2,056,073  during  fiscal  year  1985. 


INTERNAL  CONTROLS 

We  have  examined  the  financial  schedules  of  the  Office  of  the 
Legislative  Auditor  for  the  two  fiscal  years  ended  June  30,  1985. 
We  have  issued  our  opinion  dated  August  28,  1985  on  these 
schedules.   As  part  of  our  examination,  we  made  a  study  and 
evaluation  of  the  Office's  system  of  internal  accounting  control 
to  the  extent  we  considered  necessary  to  evaluate  the  system  as 
required  by  generally  accepted  auditing  standards.   The  purpose 
of  our  study  and  evaluation  was  to  determine  the  nature,  timing, 
and  extent  of  the  auditing  procedures  necessary  for  expressing  an 
opinion  on  the  financial  schedules.   Our  study  and  evaluation  was 
more  limited  than  would  be  necessary  to  express  an  opinion  on  the 
system  of  Internal  accounting  control  taken  as  a  whole. 

The  Office  of  the  Legislative  Auditor  is  responsible  for  estab- 
lishing and  maintaining  a  system  of  internal  accounting  control. 
In  fulfilling  this  responsibility,  estimates  and  judgments  by  the 
Office  are  required  to  assess  the  expected  benefits  and  related 
costs  of  control  procedures.   The  objectives  of  a  system  are  to 
provide  the  Office  with  reasonable,  but  not  absolute,  assurance 
that  assets  are  safeguarded  against  loss  from  unauthorized  use  or 
disposition,  and  that  transactions  are  executed  in  accordance 
with  the  Office's  authorization  and  recorded  properly  to  permit 
the  preparation  of  financial  schedules  in  accordance  with 
generally  accepted  accounting  principles. 

Because  of  inherent  limitations  in  any  system  of  internal  ac- 
counting control,  errors  or  irregularities  may  nevertheless  occur 
and  not  be  detected.   Also,  projection  of  any  evaluation  of  the 
system  to  future  periods  is  subject  to  the  risk  that  procedures 
may  become  inadequate  because  of  changes  in  conditions  or  that 
the  degree  of  compliance  with  the  procedures  may  deteriorate. 

The  internal  control  review  of  the  Office  was  limited  to  tests  of 
controls  over  revenue,  expenditures,  payroll  and  equipment.   We 
also  applied  substantive  testing  to  revenue / receivables  and 
expenditures /payables  as  it  gave  us  more  effective  results.   Com- 
pliance testing  of  laws  and  procedures  were  performed.   Nothing 
came  to  our  attention  that  would  indicate  the  Office  of  the 
Legislative  Auditor  was  not  in  compliance  with  state  laws  and 
procedures . 

Our  study  and  evaluation  made  for  the  limited  purpose  described 
in  the  first  paragraph  would  not  necessarily  disclose  all 
material  weaknesses  in  the  system.   Accordingly,  we  do  not  ex- 
press an  opinion  on  the  system  of  internal  accounting  control  of 
the  Office  of  the  Legislative  Auditor  taken  as  a  whole.   However, 
our  study  and  evaluation  disclosed  no  material  weaknesses  in 
Internal  control. 


PRIOR  REPORT  RECOMMENDATIONS 

The  Office  of  the  Legislative  Auditor  was  last  audited  for  the 
fiscal  year  ended  June  30,  1983  under  a  contract  with  the  Office 
of  the  Legislative  Auditor.   The  report  contained  no  recom- 
mendations . 


FINAL  COMMENTS 

The  preceding  comments  are  intended  solely  for  the  use  of  manage- 
ment and  the  Legislature  and  should  not  be  used  for  any  other 
purpose.   This  restriction  as  to  use  is  not  intended  to  limit  the 
distribution  of  this  document,  which  upon  acceptance  by  the 
Legislative  Audit  Committee,  is  a  matter  of  public  record. 

We  thank  the  Legislative  Auditor  and  his  staff  for  their  coopera- 
tion and  assistance  during  our  audit. 


AUDITORS'  REPORT 
AND  SCHEDULES  OF  AGENCY  FINANCIAL  ACTIVITIES 


Charles  Bailly  &  Company 

Certified  Public  Accountants 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature 


We  have  examined  the  Schedule  of  Changes  in  Fund  Balance;  the 
Schedules  of  Revenue  -  Estimate  and  Actual;  the  Schedules  of 
Program  Expenditures  by  Fund  -  Budget  and  Actual;  and  the 
Schedules  of  Program  Expenditures  by  Object  of  the  Office  of  the 
Legislative  Auditor  for  each  of  the  fiscal  years  ending  June  30, 
1984  and  1985.   Our  examination  was  made  in  accordance  with 
generally  accepted  auditing  standards  and  Standards  for  Audits  of 
Governmental  Organizations,  Programs,  Activities,  and  Functions 
and,  accordingly,  included  such  tests  of  the  accounting  records 
and  such  other  auditing  procedures  as  we  considered  necessary  in 
the  circumstances. 

As  described  in  Note  1  to  the  financial  schedules,  the 
Office's  financial  schedules  are  prepared  in  accordance  with 
state  accounting  policy.   Accordingly,  the  accompanying  financial 
schedules  are  not  intended  to  present  financial  position  and 
results  of  operations  in  conformity  with  generally  accepted  ac- 
counting principles. 


I 
reven 
funds 
f  isca 
basl  s 
has  is 


Great 
Augus 


n  our  opinion,  the  schedules  noted  above  present  fairly  the 
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OFFICE  OF  THE  LEGISLATIVE  AUDITOR 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCE 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1985 


Special 
General  Fund    Revenue  Fund 


FUND  BALANCE  -  JULY  1,  1983 

ADDITIONS: 
Fiscal  Year  1983-84; 
Budgeted  Revenue 
Nonbudgeted  Revenue 

Total  Revenue 
Support  from  the  State  of  Montana 
Fiscal  Year  1984-85: 
Budgeted  Revenue 
Nonbudgeted  Revenue 

Total  Revenue 
Prior  Year  Revenue  Adjustment 
Support  from  the  State  of  Montana 
Total  Additions 


$    -0-  ' 

1_ 

205,156 

$    -0- 

$ 

855,858 

5,261 

1,247 

5,261 

857,105 

980,213 

— 

718,350 

18,527 

736,877 

864 

1,311,293 

2,296,767 

_J_ 

,594,846 

REDUCTIONS : 
Fiscal  Year  1983-84: 
Expenditures 

Prior  Year  Expenditure  Adjustment 
Direct  Entries  to  Fund  Balance  - 
1984 
Fiscal  Year  1984-85: 
Expenditures 

Prior  Year  Expenditure  Adjustment 
Total  Reductions 

FUND  BALANCE  -  JUNE  30,  1985 


1,085,455  . 
(99,642)- 

(339)' 


797,169, 
96,842- 


1,318,578  ^ 

(7,285) 
2,296,767 

737,495 
(52) 
1,631,454 

»    -0-   ' 

$   168,548 

See  Note  3  in  the  Notes  to  the  Financial  Schedules. 

'See  Note  4  In  the  Notes  to  the  Financial  Schedules. 

See  Note  6  in  the  Notes  to  the  Financial  Schedules. 


These  schedules  are  prepared  from  the  Statewide  Budgeting  and 
Accounting  System.  Additional  Information  is  provided  In  the  notes 
to  the  financial  schedules. 


OFFICE  OF  THE  LEGISLATIVE  AUDITOR 

SCHEDULE  OF  REVENUE  -  ESTIMATE  AND  ACTUAL 

FORr~TH"E  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1985 

Service  Federal 

Fees    Reimbursements   Miscellaneous  Assistance   Totals 

FISCAL  YEAR  1983-84 
GENERAL  FUND 

Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

FISCAL  YEAR  1984-85 
SPECIAL  REVENUE  FUND 

Estimated  Revenue  $  830.526      $  -0-  $    -0-       $  2.000   $832,526 

Actual  Revenue         718,259      3  18,524        9j^    736,877 

Collections  Over 

(Under)  Estimate    $(112,267)      $ 3  $18.524       $(1,909)   $(95,649) 


$ 

-0- 
42 

$ 

-0- 
5,219 

$  -0- 
5,261 

1. 

42 

1 

5,219 

$   5,261 

$  858,874 

$ 

-0- 

$ 

-0- 

$  5,000 

$863,874 

854,074 

12 

— 

1,235 

1.784 

857,105 

$   (4,800) 

i. 

12 

1 

1,235 

$(3,216) 

$  (6,769: 

These  schedules  are  prepared  from  the  Statewide  Budgeting  and  Accounting  System. 
Additional  information  is  provided  in  the  notes  to  the  financial  schedules. 


OFFICE  OF  THE  LEGISLATIVE  AUDITOR 

SCHEDULE  OF  PROGRAM  EXPENDITURES  BY  FUND 

BUDGET  AND  ACTUAL 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30 >  1985 


Fiscal  Year 
1983-84 


Fiscal  Year 
1984-85 


Audit  And 
Examination 


Audit  And 
Examination 


GENERAL  FUND 

Budget  $1>495.968  $1,692,776 

Actual 

Personal  Services  902,744  1,104,199 

Operating  Expenses  163,913  212,105 

Equipment  18,798  2,274 

Total  Actual  1,085,455  1,318,578 

Unspent  Appropriation  Authority  $  410,513  $   374,198 


SPECIAL  REVENUE  FUND 

Budget  $   858.874  $   830,526 

Actual 

Personal  Services  626,982  612,446 

Operating  Expenses  158,666  123,654 

Equipment  11,521  1,395 

Total  Actual  797,169  737,495 

Unspent  Appropriation  Authority  $   61,705  $   93,031 


ALL  FUNDS  TOTAL 

Budget  $2,354.842  $2,523,302 

Actual 

Personal  Services  1,529,726  1,716,645 

Operating  Expenses  322,579  335,759 

Equipment  30.319  3,669 

Total  Actual  1.882,624  2.056.073 

Unspent  Appropriation  Authority  $  472,218  $   467,229 


These  schedules  are  prepared  from  the  Statewide  Budgeting  and 
Accounting  System.  Additional  information  is  provided  in  the  notes 
to  the  financial  schedules. 


OFFICE  OF  THE  LEGISLATIVE  AUDITOR 

SCHEDULE  OF  PROGRAM  EXPENDITURES  BY  OBJECT 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1985 


Fiscal  Year  Fiscal  Year 

1983-84  1984-85 

Audit  And  Audit  And 

Examination  Examination 

PERSONAL  SERVICES 

Salaries                        $1,280,575  $1,433,726 

Hourly  Wages                         4,232  2,883 

Employee  Benefits                  244,919  280,036 

Total  Personal  Services        1,529,726  1,716,645 


OPERATING  EXPENSES 

Contracted  Services  132,648  117,951 

Supplies  and  Materials  12,386  11,853 

Communications  20,604  24,196 

Travel  96,887  135,618 

Rent  43,811  25,144 

Repair  and  Maintenance  1,387  3,933 

Other  Expenses  14,856  17,064 

Total  Operating  Expenses  322,579  335,759 

EQUIPMENT  30,319  3,669 

TOTAL  PROGRAM  EXPENDITURES         $1,882,624  $2,056,073 


These  schedules  are  prepared  from  the  Statewide  Budgeting  and 
Accounting  System.  Additional  information  is  provided  in  the  notes 
to  the  financial  schedules. 


OFFICE   OF   THE    LEGISLATIVE   AUDITOR 

NOTES   TO   THE   FINANCIAL  SCHEDULES 

JUNE   30.    ^98^   and  JUNE   30,    1985 

1.        SUMMARY  OF  SIGNIFICANT   ACCOUNTING    POLICIES 

Basis  of  Presentation 

The     financial     schedules     are     prepared     from     the  Statewide 

Budgeting    and    Accounting    System    without    adjustments.  Accounts 

are   organized   on    the    basis    of   funds   according    to    state  law.      The 
following   fund  types  are   used  by  the  office: 

General  -  accounts  for  all  financial  resources  except  those 
required  to  be  accounted   for  in  other  funds. 

Special  Revenue  -  accounts  for  the  proceeds  of  specific 
revenue  sources  that  are  legally  restricted  to  expenditures 
for  specified  purposes.  Legislative  appropriation  is  required 
to  spend  from  this   fund. 

Basis  of  Accounting 

The  Office  of  the  Legislative  Auditor  utilizes  the  modified 
accrual  basis  of  accounting  which  is  described  in  the  Montana 
Operations  Manual.  Under  the  modified  accrual  basis  of  account- 
ing, a  valid  obligation  exists  when  the  associated  liability  is  in- 
curred except  for  the  following  items  which  are  also  considered 
valid  obligations  under  state  accounting   policy. 

-  If  the  appropriation  provided  funds  to  complete  a  given 
project,  the  entire  amount  of  a  service  contract  may  be 
accrued  even  though  the  services  are  rendered  in  fiscal  years 
subsequent  to  the  fiscal  year  in  which  the  expenditure  is 
accrued. 

-  The  anticipated  cost  of  equipment  is  expensed  in  the  fiscal 
year  in  which  budgeted. 

-  Goods  ordered,  but  not  received  as  of  the  fiscal  year-end, 
may  be  accrued  if  the  purchase  order  was  issued  in  the  fiscal 
year  in  which  the  anticipated  expenditure   is   to  be  accrued. 


5.        GENERAL   FIXED   ASSETS 

The  office  records  assets  on   the  state's   Property  and  Account- 
ability Management   System.      A  schedule  of  the   change   in   the   fixed 
asset  balance  from  July   1,    1983   to  June  30,    1985   follows: 

Balance  Net                                Balance 

July    1,    1983  Additions                  June    30.    1985 

Equipment                           $20,373  $26,5A6*                         $^6,919 


*During   fiscal   year    1984    the   office    acquired  word   processing   equip- 
TDent  which   accounts    for    the   material   portion   of    this    increase. 


6.        TRANSFERS 

In  fiscal  year  1983-8^,  prior  biennium  expenditures  of  $98,836 
were  transferred  from  the  General  Fund  to  the  Special  Revenue 
Fund  to  reflect  the  difference  between  the  estimate  allocation  of 
expenditures  and  the  actual  expenditures  belonging  to  each  fund 
in  the  prior  biennium. 

In  fiscal  year  198*4-85,  a  prior  year  accrual  of  $7,200  for  an 
audit  was  cancelled  because  the  audit  was  paid  for  directly  by  the 
auditee. 
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SCOTT  A.  SEACAT 

Acting  Legislative  Auditor 


STATE  OF  MONTANA 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


DEPUTY  LEGISLATIVE  AUDITORS: 

JAMES  H.GILLETT 
FINANCIAL  COMPLIANCE  AUDITS 

SCOTT  A.  SEACAT 
PERFORMANCE  AUDITS 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 


September  11,  1985 


James  Wosepka 

Charles  Bailly  &  Company 

425  First  National  Bank  Building 

Great  Falls,  MX  59401 

Thank  you  for  your  report  on  the  results  of  the  examination  of  the 
financial  statements  of  the  Office  of  the  Legislative  Auditor.  It 
has  been  a  pleasure  working  with  you. 


Since rely, 


>eacat 
Legislative  Auditor 


^^^^ 


SAS/svlg 
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